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Abstract

We study how changes in the administrative hierarchy of a country affect development at the
city level. We exploit the 1806 Napoleonic administrative reform implemented in the
Kingdom of Naples as a historical experiment to assess whether district capitals endowed
with supra-municipal administrative functions by law gained an urban development premium
compared with non-capital cities. We assemble an original dataset combining historical data
from 1648 to 1911, and rely on difference-in-differences and instrumental variable estimation
strategies. We find that district capitals recorded a time-persistent population growth
premium in the period 1828-1911, and experienced higher industrialization both before and
after the Italian unification occurred in 1861, compared with non-capital cities. We explain
our results through mechanisms related to public goods provision and transport network
accessibility. (JEL: H11, N13, O11, R11)
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1. Introduction

A few recent studies have analyzed the effects of administrative reforms on state-building capacity,
economic development, and urbanization.® In this paper, we exploit one of the most ambitious state-
building and reform processes occurred in Europe in the first half of the nineteenth century (Croce 1925;
Davis 2006), that is, the administrative reform implemented in 1806 by the Napoleonic authorities in the
Kingdom of Naples, as a historical experiment to analyze the effects of a radical reform on long-run
development. The Napoleonic reform established, for the very first time, the division of the 12
“historical” provinces of the Kingdom of Naples into 40 districts—that is, intermediate geographical-
administrative units between the province and the municipalities—within which a city was selected on
the basis of its “spatial centrality” as the district capital. The identification of the districts and the
selection of their capitals by the Napoleonic authorities was one of the major innovations of the 1806

reform.

1. A central government can set up the administrative geography of a country by establishing new sub-national administrative
units with their capitals, or can reshape the administrative hierarchy at the spatial level by increasing (through a
decentralization process) or reducing (through a centralization process) the administrative functions assigned to sub-national
administrative entities (World Bank 2000; Bardhan 2002; Faguet 2014). More recently, the economics literature has
investigated such reform processes. Bo (2020) studied the effects of the 1983 Chinese political-administrative reform using
prefecture-level data for the period 1983-2003 and a difference-in-differences (DID) estimation strategy. He found that the
reform, designed to decentralize government powers from counties to cities by creating prefecture-level cities with more
political-administrative functions, stimulated the industrial productivity of these newly established cities. Further, Bo and
Cheng (2021) studied the impact of the same reform on urban primacy through a DID estimation strategy and found that
capital counties—where prefecture-level governments were located—benefitted from this reform by experiencing a faster
increase in the non-agricultural population compared with peripheral counties. By exacerbating the disparities between capital
and peripheral counties, the 1983 reform significantly accelerated the urbanization process in China. These results are
confirmed by Jia, Liang, and Ma (2021), who found that the municipality of Chongging experienced a significant increase in
economic growth after its promotion to a province-level municipality in 1997. Becker, Heblich, and Sturm (2021) exploited
the 1949 relocation of the West German government to the city of Bonn as a historical experiment to investigate the effects
of Bonn’s change in status on its public and private employment. They found that Bonn experienced a significant increase in
public employment and a relatively small increase in private employment. Faggio, Schuler, and vom Berge (2022) extended
the analysis of Becker, Heblich, and Sturm (2021) by focusing on the relocation of the German government from Bonn to
Berlin in 1999 and found that this relocation had positive effects on private employment mainly due to growth in services.
Bai and Jia (2023), using a panel dataset for 261 Chinese prefectures and exploiting exogenous variations driven by six
different dynasty changes during the period 1000-2000 C.E., found that changes in the provincial capital status shaped the
regional development of prefectures, as measured by urbanization and population density. They also revealed that the
political-administrative hierarchy affected regional development not only through an increase in public employment but also
through the development of transport networks and infrastructures. Finally, Chambru, Henry, and Marx (2022) showed that
the selection of new department capitals—where administrative functions were concentrated—during the French Revolution
significantly affected the state-building process, population dynamics, and economic development of these cities.



We exploit the exogeneity in the selection of the district capitals to empirically assess whether the
municipalities that experienced such a status change gained a development premium due to the
acquisition of supra-municipal administrative functions by law and, therefore, to becoming “centers of
power” at the local level. We assemble a large and original dataset combining historical data at the
municipality level from 1648 to 1911, and rely on DID and instrumental variable estimation strategies to
analyze development at the city level in terms of both population dynamics and industrialization up to
the year 1911.2 We find that district capitals gained a time-persistent population growth premium
compared with non-capital municipalities. We also find evidence of higher industrial development in
district capitals compared with non-capital cities both before and after the Italian unification occurred in
1861. Finally, we explain our results through mechanisms related to the provision of public goods and
accessibility of transport networks. We find that district capitals tended to provide more public goods to
the local population and were more connected to the railway network.

Our paper is related to different streams of the literature. The first concerns the state capacity and
its role in influencing economic development (Besley and Persson 2011). A basic dimension of state
capacity is bureaucratic and administrative capacity (Savoia and Sen 2015; Acemoglu and Robinson
2019)—that is, the ability of an administrative system to design and implement policies for delivering
benefits (Acemoglu et al. 2011) and services to households and firms (Besley and Persson 2009, 2011,
Acemoglu and Robinson 2019). While this dimension of state capacity has been widely investigated in
terms of skills, competences, and abilities of an administrative system to achieve its objectives (Evans
and Rauch 1999; Rauch and Evans 2000), the literature has only recently focused on the effects that
radical changes in this dimension can have on economic development (Bo 2020; Bo and Cheng 2021;
Jia, Liang, and Ma 2021; Chambru, Henry, and Marx 2022). The second literature stream, closely related

to the previous one, concerns the effects of Napoleonic reforms. At the beginning of the nineteenth

2. The sub-national administrative unit of the district was abolished by the Fascist regime with Royal Decree No. 1 of January
1927 in line with a more centralist political-administrative management of the state (Melis 2018). However, we selected 1911
as the last year of analysis due to data availability constraints as well as to avoid our analysis being influenced by effects
related to the entry of the Kingdom of Italy into World War I, which occurred in May 1915.
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century, the French Revolutionary armies introduced radical innovations—such as Code Civil, the
commercial and criminal law codes, and the abolition of guilds and feudalism—in numerous countries,
such as Germany, Spain, and Italy (Davis 2006; Acemoglu et al. 2011; Buggle 2016; Dincecco and
Federico 2022). Only recently, a few studies have recognized the importance of these reforms on current
economic, social, and cultural outcomes (Acemoglu et al. 2011; Buggle 2016; Dincecco and Federico
2022). Napoleon’s armies also brought a new model of state administration, that was “imposed” on
certain European regions (Ongaro 2008).2 The reform of the administrative systems, based on the
“French model,” not only originated in the so-called Napoleonic administrative tradition (Ongaro 2008;
Peters 2008) but also affected the process of state-building and economic development of certain
European countries.* To the best of our knowledge, no study has analyzed the economic effects of the
Napoleonic administrative reform in a country other than France. Only Chambru, Henry, and Marx
(2022) study these effects in terms of state-building and economic development, referring to France
immediately after the 1789 Revolution.

The third stream of literature concerns the role of local institutions in shaping urbanization (Ades
and Glaeser 1995; Henderson and Becker 2000). Ades and Glaeser (1995) suggest that the spatial
proximity to political and administrative institutions—and, more generally, to the “centers of power”—
tends to increase the influence of politicians who live and work in capital cities. This “proximity” induces
governments to transfer resources to these cities, thereby attracting workers, firms, and new business
activities. Accordingly, a relationship between the centralization of political and administrative functions
in capital cities and processes of urban concentration of economic activities can emerge (Becker, Heblich,

and Sturm 2021; Faggio, Schuler, and vom Berge 2022).

3. The French administrative model was based on three principles (Stevens 2003): the homogenization and standardization of
the system on the basis of the revolutionary principles of equality and abolition of all local privileges; the centralization of
powers; and the development of a bureaucracy—that is, a body of officials and civil servants in salaried posts.

4. The Napoleonic administrative tradition is generally defined as a historically based set of traits, such as administrative
values, norms, structures, and practices regarding the functioning of local and national institutions in a country (Ongaro 2008;
Peters 2008, 2021).



The fourth stream concerns the “administrative unit proliferation” hypothesis (Grossman and
Lewis 2014; Grossman, Pierskalla, and Dean 2017) and the “administrative urbanization” theory (Liu,
Yin, and Ma 2012; Zeng, Zhang, and Xu 2016; Yin and Liu 2017). Since the mid-1990s, both developing
economies (e.g., Sub-Saharan African countries) and more advanced countries (e.g., China, Brazil,
Hungary, Indonesia, and Vietnam) have significantly increased the number of sub-national
administrative units and, accordingly, the number of administrative centers. The main aim of these
policies was not only to increase the level and quality of public good provision for citizens and firms
(Grossman, Pierskalla, and Dean 2017) but also to stimulate the overall economic growth at the sub-
national and country levels (Bai and Jia 2023).

Finally, our paper is related to the literature on the origins of the Italian North-South divide
(Federico, Nuvolari, and Vasta 2019). While this literature has attempted to identify the historical roots
of this persistent gap in terms of social capital (Putnam, Leonardi, and Nanetti 1993), distance to foreign
markets (Cafagna 1989; Missiaia 2016), quality of institutions (Di Martino, Felice, and Vasta 2020),
literacy rates (Cappelli and Vasta 2020; A’Hearn and Ciccarelli 2021), and the presence of criminal
organizations (Lupo 2004; La Spina 2005), among others, not much attention has been given to the
analysis of the sources of growth differentials within the Italian Mezzogiorno.

Our contribution to the literature is fourfold. First, by exploiting the 1806 Napoleonic reform as a
historical experiment, we show how an administrative reform “imposed from outside” produced long-
lasting effects in terms of urban development and economic geography by reshaping the administrative
hierarchy of a country at the spatial level. The purpose of this reform was to establish the administrative
system of these territories in accordance with an “external model” based on the principles of the
Napoleonic administrative tradition (Peters 2008, 2021). The reform was not aimed at fostering
urbanization and economic development in the Italian Mezzogiorno; these aspects were a byproduct of
the reform. Its main goal was to implement a different “model” of state and administration (Davis

2006)—that is, a different “view” on what a state, its administrative institutions, and its bureaucracy



should do and how they should be organized. In this sense, our analysis may be of interest not only for
historical reasons but also for the debate on the long-term economic consequences of administrative
reforms (Acemoglu et al. 2011) and, more generally, of state-building processes (Acemoglu and
Robinson 2019). Second, we show how the effects of the Napoleonic administrative system were further
accentuated in the aftermath of Italian unification after the approval of the so-called Lanza Law in 1865,
which assigned new and increased administrative functions to district capitals, thereby intensifying an
already existing duality between capital and non-capital cities. Third, we identify mechanisms related to
the provision of public goods and accessibility of transport networks to explain the divergence between
capital and non-capital cities in terms of development. Finally, we draw policy implications that would
likely be useful in designing economic development strategies in transition and developing countries
where the process of administrative (re)organization is not yet complete and where cities and urban
agglomerates are still evolving.

The remainder of the paper is organized as follows. In Section 2, we present the historical
background and then describe the 1806 Napoleonic administrative reform and its subsequent historical
evolution. In Section 3, we present the empirical setup and the identification strategy. In Section 4, we
present the empirical results on urban development, and in Section 5, we provide further evidence on
industrial development. In Section 6, we discuss and analyze the underlying mechanisms. In Section 7,

we conclude and draw policy implications.

2. Historical Background

2.1. The Napoleonic Administrative Reform

The entry of the French Revolutionary army into Naples on February 15, 1806, brought a new “view”
regarding the organization and functioning of a modern state (Davis 2006). Joseph Bonaparte, brother of
Napoleon and King of Naples between March 1806 and July 1808, deeply reformed the administrative

apparatus of the Kingdom of Naples—a state extending over the Italian Mezzogiorno, whose birth goes



back to the late thirteenth century (Davis 2006; Galasso 2007)—by implementing the French model that
was established during the French Revolution and then further developed during the Napoleonic period
(Peters 2008, 2021).

The Napoleonic reform of August 1806 marked the transition from a sovereignty based on feudality
and its privileges (Palmarocchi 1914; Villani 1986) to one based on the homogenization and
standardization of administrative norms, practices, and structures (Peters 2008) as well as the
establishment of an administrative system structured on different geographical layers (Spagnoletti 1990).
Two laws played a key role in this process: Law No. 130 of August 2, 1806, which abolished feudality,
and Law No. 132 of August 8, 1806, which introduced a new administrative arrangement. With the
implementation of these laws, the Italian Mezzogiorno became the scene of one of the most ambitious
reform processes in Napoleonic Europe in the first half of the nineteenth century (Croce 1925; Davis
2006).°

Before the 1806 Napoleonic administrative reform, the Kingdom of Naples was divided into 12
“historical” provinces, a territorial division established centuries ago (Galasso 2007). During the
Bourbon rule that began with King Charles in 1734, the presence of the state in these provinces was
concentrated in the capital cities where the judicial courts were located (Giustiniani 1797, Volume I).°
Except for the judicial function exercised in provincial capitals, administrative powers at the local level
were distributed among a plurality of actors, such as feudal lords, religious orders, and aristocratic
families (Spagnoletti 1990).

This picture radically changed in the summer of 1806. On the basis of Law No. 132, the Kingdom
of Naples was divided into 13 provinces, each with its own capital. The new province of Naples was

established by detachment from the province of Terra di Lavoro; the province of Abruzzo Ulteriore was

5. This was confirmed by Pietro Colletta, an officer and administrator of Murat’s bureaucracy, who stated how “never has a
society witnessed greater upheaval or greater transformation in so short a space of time than the Kingdom of Naples at the
beginning of the nineteenth century” (Colletta 1848, p. 214, translation in Davis 2006, p. 161).

6. These provincial courts, also called Udienze Provinciali, were presided over by a chief called Preside.
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split into the two provinces of Prima d’Abruzzo Ulteriore and Seconda d’Abruzzo Ulteriore; and the
province of Contado del Molise—which, in the pre-Napoleonic period, was formally independent from
but administratively dependent on the province of Capitanata—was formally united with the province
of Capitanata. With only these exceptions, the provinces that were part of the Napoleonic reform
overlapped geographically with the Bourbonic ones—that is, a substantial homogeneity in terms of
geographical boundaries between the “old” provinces, inherited from the Ancient Regime, and the
Napoleonic provinces was maintained (Spagnoletti 1990). However, the actual structural innovation of
the 1806 reform was concerned with the division of the 13 provinces into 40 districts, within which a
municipality was selected as district capital.” Following the Napoleonic administrative tradition (Peters
2008, 2021), the district was designed as an intermediate geographical-administrative unit between the
province and the municipality.®

A key feature of this reform concerned the criteria adopted by the Napoleonic authorities for the
selection of district capitals. These criteria were not guided by the presence of pre-existing urban or
administrative functions.® Since one of the goals of the Napoleonic authorities was to “aggregate a
territory around a center” (Spagnoletti 1990, p. 89), the criterion adopted for selecting a district capital

2

was its “spatial centrality.” The limitations and weaknesses of the road network and related
infrastructures in the Kingdom of Naples (Ostuni 1987) as well as the presence of natural obstacles such

as rivers, streams, and mountains justified this selection criterion. In other words, the ease of travel and

7. The municipalities of the Kingdom of Naples were historically called universitates. In particular, feudal universtitates were
governed by a feudal lord, while state-owned universitates were governed directly by the King (Galasso 2007; Borghi and
Masciandaro 2023).

8. The Napoleonic authorities established another sub-national unit in the Kingdom of Naples—that is, the governo. This unit
generally included only few municipalities (in many cases, only one municipality) and was assigned exclusively judicial
functions: indeed, according to Article 1 of Law No. 14 of January 19, 1807, the governo was the seat of a local judge.

9. Before the Napoleonic reform, these functions did not exist de facto: “the municipalities of the Mezzogiorno, unlike those
of Central and Northern Italy, did not exercise any real form of government over the surrounding territory” (Di Ciommo 1987,
p. 365, our translation).



communication between the center and the periphery was generally considered the main “requirement”
for becoming the seat of the district.°

Between 1806 and 1811, there was fierce competition among the municipalities of the Kingdom
of Naples that aspired to become district capitals. This phenomenon can be understood in relation to the
advantages of the new administrative functions assigned to these cities by the 1806 law. A few of these
benefits concerned the concentration in these cities of officials, civil servants, policemen, and soldiers
who could ensure a higher level of public safety and protection not only for the citizens but also for the
industrialization processes of these urban centers.'! A historical example can help to better clarify these
mechanisms. Eboli and Campagna were two municipalities of the province of Principato Citeriore,
which had a population of 4,175 and 6,744 inhabitants, respectively. In October 1815, the Provincial
Council decided that the new capital of one of the four districts of the province of Principato Citeriore
should be Eboli. The citizens of Campagna protested strongly, indicating that Eboli was not only more
decentralized but also had a worse climate and insalubrious waters (Spagnoletti 1990, p. 91). In those
years, it was evident that the possibility of becoming a district capital would have brought economic
prosperity, public safety, population growth (Caldora 1960) and, not least, political prestige (Spagnoletti
1990).

The administrative geography of the Kingdom of Naples underwent a few changes during the
Napoleonic period. First, Law No. 189 of September 27, 1806 provided that the province of Contado del
Molise would become formally independent from the province of Capitanata and gain administrative
autonomy. Even after Joseph Bonaparte was replaced by Joachim Murat—brother-in-law of Napoleon
and King of Naples between August 1808 and May 1815—this process continued. In fact, Decree No.

922 of May 4, 1811 marked the completion of the process of defining the 14 provinces of the Kingdom

10. This choice was rationalized by the Napoleonic authorities with the idea that a capital city should generate “the greatest
convenience or least inconvenience to the population ... of the district” (ASN, II fs. 734, in Spagnoletti 1990, p. 96, our
translation). Not surprisingly, a similar solution was adopted during the French Revolution where the creation of
administrative units, such as departments and districts, was based on two principles: “the centralization of administrative
functions and easy access of all citizens to the capital in no more than a day” (Chambru, Henry, and Marx, 2022, p. 6).

11. Brigandage was a widespread phenomenon in many of these cities (Spagnoletti 1990).

9



and provincial capitals; it also provided for changes in the number of districts into which provinces were
divided as well as their capital cities. The upper panel of Table A1 (Online Appendix A) summarizes the
evolution of provinces and provincial capitals in the pre-Napoleonic and Napoleonic periods, while Table
A2 (Online Appendix A) summarizes the evolution of districts and district capitals in the Napoleonic
period of 1806-1815. In this period, the number of districts and district capitals increased from 40 to 49:
certain municipalities became district capitals, as certain districts were created ex novo through a process
of territorial reorganization, while other municipalities within existing districts simply underwent a
change in status.*2

This process of reforming the administrative geography of the Kingdom of Naples was
accompanied by the definition of new supra-municipal administrative functions assigned to provinces
and districts, thereby shaping the new administrative hierarchy of the country at the spatial level. Civil
and financial administration (including tax collection) as well as police and public security functions
were managed at the provincial level by the Intendant (equivalent to the French Prefect), who was directly
appointed by the King.®® The Intendant was also required to organize a biennial visit in her province to
collect information, identify specific needs, and propose possible solutions to existing problems to the
central government.'4

At the district level, the main official was the Sub-Intendant, who was appointed directly by the
King and whose seat was located in the capital city of the district. Similar to the French Law of 28

Pluvidse, year VIII, Law No. 132 of the Kingdom of Naples stated that the Sub-Intendant was “charged

12. It is worth clarifying that a provincial capital city was also the seat of its own district.

13. According to Law No. 132 of August 8, 1806, the functions attributed to the Intendant in relation to civil administration
concerned all those attributed to the Ministry of Internal Affairs by Decree No. 56 of March 31, 1806. These functions covered
a wide range of activities, such as the management of prisons, hospitals, and charities; the maintenance of roads, bridges, and
ports; the regulation of economic activities (agriculture, industry, and trade); education (schools and universities); and the
collection of statistical information on economic activities and population. For all these functions, the Intendant depended on
the Ministry of Internal Affairs. In relation to police and public security activities, Intendants had Gendarmerie and Provincial
Guards at their disposal.

14. The other two institutions that were established by this law were the Intendancy Council and the Provincial Council. The
Intendancy Council, comprising three members, dealt with tax (allocation and exemptions) and public procurement matters.
The Provincial Council, comprising 15-20 members, dealt with the distribution of duties among the districts in the province
and was in charge of the provincial budget.
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with executing and enforcing the orders she shall receive from the Intendant and giving her opinion on
grievances and petitions” (Title III, Article 2, our translation) coming from the municipalities of the
district. Even if the Sub-Intendant played a minor role and was dependent on the decisions of the
Intendant ruling the province of reference, she brought the state presence into the district and, in
particular, into the district capital (Spagnoletti 1990). In fact, along with the Sub-Intendancy, officials,
soldiers, policemen, and civil servants arrived in the district capitals to support the activities of the Sub-
Intendants—a state presence that was never witnessed in the Kingdom of Naples before the Napoleonic
administrative reform.

Summing up, the main innovations of the 1806 Napoleonic reform consisted of, first,
homogenizing and standardizing the administrative system of the Kingdom of Naples; second,
establishing a new administrative geography and, in particular, introducing the district as a geographical-
administrative unit; and, third, concentrating the supra-municipal administrative functions in the hands
of the Intendant at the province level and the Sub-Intendant at the district level. This reform deeply
shaped the administrative system of the Kingdom of Naples through the establishment of a new
administrative hierarchy at the spatial level. The selection of certain cities as district capitals significantly
changed the existing urban hierarchy. Being selected as the district capital represented a great opportunity
for a municipality. Thus, in this sense, the 1806 Napoleonic reform affected not only the administrative
geography of the Kingdom of Naples but also played a key role in shaping the economic development

of the Italian Mezzogiorno (Colletta 1848; Spagnoletti 1990; Davis 2006).

2.2. Administrative Reformism in the Kingdom of the Two Sicilies: 18161860

On June 9, 1815, the Congress of Vienna sanctioned the return of the Bourbons in the Kingdom of
Naples. In December 1816, Ferdinand I became King of the Two Sicilies—that is, a kingdom born from

the unification of the continental Mezzogiorno and the Kingdom of Sicily.
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The French Napoleonic administrative tradition was maintained during the Restoration period of
1816-1860. The only novelty was to increase the number of provinces to 15: Royal Decree No. 360 of
May 1, 1816 provided for the division of the province of Calabria Ulteriore into the two provinces of
Calabria Ulteriore 1 and Calabria Ulteriore 11.*> The choice of the Bourbons to maintain the
administrative geography and setup inherited by the so-called “Napoleonic decade” (1806-1815) was
confirmed by King Ferdinand | with Law No. 570 of December 12, 1816, which organized the Kingdom
of the Two Sicilies into 22 provinces, of which the 15 in the continental Mezzogiorno were, in turn,
divided into 53 districts.® The first five columns in the bottom panel of Table A1 (Online Appendix A)
summarize the evolution of provinces and provincial capitals in the Bourbonic period (1816-1860), while
Table A3 (Online Appendix A) summarizes the evolution of districts and district capitals in the same
period. Despite the fact that the number of districts—and, thus, district capitals—remained unchanged
during the Bourbonic period after Law No. 570, a few municipalities experienced a change in status
within existing districts.

As already established by the Napoleonic reform, each province was governed by an Intendant who
was directly appointed by the King. The Intendant was endowed with a broad set of administrative
functions—that is, the maintenance of public security using the police, including the Gendarmerie; the
publication and execution of laws, decrees, regulations, and ministerial orders; the control and
supervision of the activities of the municipalities; and the allocation of tax burden among the

municipalities of competence (Spagnoletti 1997).%

15. Indeed, Royal Decree No. 360 of May 1, 1816—which was enforced on January 1, 1817—introduced only a few minor
changes to the Napoleonic Decree No. 922 of May 4, 1811.

16. The Napoleonic governo was simply renamed circondario by the Bourbons in the Kingdom of Two Sicilies and, as earlier,
was assigned exclusively judicial functions.

17. Each Intendant was supported by an Intendancy Council appointed directly by the King and whose main task was to
manage administrative justice. In contrast, the Provincial Council was a “representative body” of the province comprising a
chairman and 15-20 citizens selected by the King on the basis of lists compiled by the municipalities under the supervision
of the Intendant.

12



Furthermore, the role and the administrative functions assigned to the Sub-Intendant were also
confirmed by the Bourbons.'® Each district was under the governance of a Sub-Intendant, who was
directly appointed by the King and was dependent on the Intendant ruling the province of reference.®
Des